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zoellant, a Delaware corporation,

sells air conditioner s and feWthQ equipment.,
offices and chiefl K9¢u¢aCuhT1”b
is engaged in a multistate Duklness, It commenced
business in Celifornia in 1936,

: To prevent continuing sales losse
leck of a readily available financing medium,
contracted with Whirlpool Corporation. It was
apvellant purchasad a designated amount of stock
Buyers Crecdiv Corporation (hereafiter referred o
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topeel of Carrier Corporation

Delieware firancizl corporation then wholly owaed by Wnirlpocl,
ASCC would then handle appelWthzs sales finsncing, Thereaiter,
pursuant to the vlan, by acquisitions in 1958 and 1960,

appellant acquired 20 percen ABCCls common stock. ABCC
cormenced doing business in fornia in 1959, Lppellant never
claimed it was engaged - in a ary %us*“eﬂ “with £BCC.

ABCC incurred a s e net operatiﬂg loss in 1953,

causing eppellant to sell a e ABCC sTock, The last sale of
the stock occurred September 15, 196k, at a loss to eappellent

of ”2,0625025° . :

Mopellant also contracted to purchase a majority of
the common stock of the Alr Conditioninz Corporation (herealver
referred to as ACC), one of aonellaau‘s indesendent distributors.
‘his wes an arrangement undertaien to lmprove ACCHs managsment.
‘Pursuant to the agreem ment, an experlen nced 1 menager was hired for
ACC, and agpellant ac‘ulrea the stock with the understanding
bﬂav ¢u ”OulQ ultinately be retired end the manager would acqulire
001 ok ast in ACC when a loan by apoellant to ACC was
gdLQ and ACC had accumulated sufficient eernings. The stTock

was retired pursuant to the agreement 1in 1964 at a loss to
appellant of $19,%09. ‘

The losses from the stock sales of ABCC and ACC were
not cleimed on eppellantfs return, However, in its diszllowed
claim For refun -appellanc-assefued thatl The losses . were uwaitary
business losses deductible from appellanb”s unitary business
income and thus allocable in part to California.

_ franchlse tax purposes, the netl incoms of & uwnivary
fs3 be allocated within and without the stete by a
T sting of factors such as property, payrcll, and

S entire business. (Rev. & Tax., Code, § 25201;
5] v, McColean, 17 Cal. 24 66% [111 P.z& 33h%, affid,
3= [86 L. Ba. 9917.) ppel ¢'s peositicn is

co efore, o ce The netv income
at uteble to Cal , contends that
tn tock losses ar nellant®s
cozrercisl domiclle

In support of its contention that tThe stock lossss
sh.ould be deducted ITrem the unitary iancome as unitary business
iosses,. eppellant cites federal declslons holding that losses
from se of stock are deductible in full as ordinary and
necess siness eéxpenses or losses rather than es capital
losszes tne stocl had been acquired and nela for reasons
cf bus ecessilty end not for investnent - {See,
€.8., Wine end iicuor Co., 18 T.C. 'LO9O5 3*'-1 Cigmissed
205 Z. Jonn J rier Co. v. United States, 328 7,24 163;
Weethe in Meio., DKET. Wo. 93799, April 8, 19&3;
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Smith & Welton. Inc. v. United States, 164 F, Suop. 607,
However, these cases were not coancerned with the allocation of
income under California law: '

The California law as 1t applies to the Tacts of thls
case is everplified in Southern Peciiic Co. V. McColgan, 68 Cals
Lop. 24 156 P.2d 81}, Tnat case concerned the allocation
ol divis fron stock which was integrally connected with and
used to er the multistate bpusiness of the corporave '

toc The court held that the dividends were attributable
to the situs of the stock and that the situs of the stock wes at
the commercial comicile of the stockholder, that is, the placs
from wnich the business was directed and controlled and whers a
najor.varv of the business was conductedo Tne seme rule logically
epplies to stock losses, and we have previously so held. (fovsalc

= Safewav Stores. Inc,, Cal. St. Bd, of Equal., March 2, 1502.)

] Accordingly, inastuch &s eprvellant?
1s in ¥ew York, we conclude that the stock
deductivle from income atiributable to Czliforniz.

Pursuant to the views expressed in the czinion of
the board oa file in this proceeding, and goold czuse apsearing

therefor,

IT IS HEREBY ORDERED AND DB KZID, pursuaru

- o
to section 26077 of the Revenus and Taxa ion Coae, that tThe
act;on of the Franchise Tex Bozrd in de aywnc the claim or
Carrier Co roorztion Tor refund of franchise tax in The 210UNT
of $11,116.95 for the incoms year ended October 31, 19’“ DS
and tHe seze 1s hereby sustalined,
Done at Sacramento . CaW*Io*“La, this 7th ay

of March -, 1967, by ihe State Board of BEqualizaiion,
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